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3Overview
 Are ASIC media releases useful?
– Useful to Whom?
– Useful for What Purpose?
 Is there a market impact due to 
misconduct related media releases?
 Novel text mining and Natural 
Language Processing approach
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4Motivation
Growth and complexity 
in financial markets
Market misconduct -
significant economic 
impact.
Number of high-
profile advice and 
product failures is 
ubiquitous.
Pending changes to 
Government funding 
for ASIC – fee for 
service model
Paucity of empirical 
evidence as to 
effectiveness & 
relevance of 
misconduct media 
releases
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5Research Questions
1. Do ASIC media releases have a negative effect on the 
market performance of the sanctioned company?
2. Does the market reaction to misconduct related media 
releases differ between industry sectors?
3. Does the degree of market reaction depend on the 
misconduct classification?
4. Does the degree of market reaction depend on whether 
the sanctioned company is the parent or a subsidiary?
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6Research Overview
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Step 1
•Acquire ASIC Media Releases
•2001 – Jun 2017 (6012)
Step 2
•Filter by Category
•Enforcement (4000)
•Registration (2012)
Step 3
•Extract Listed Enforcements
•ASX Listed (700)
•Not Listed (3300)
Step 4
•Data Availability
•Price Data (421)
Step 5
•Event Study (421)
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Announcements per year Years
Market Sector 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Grand Total
Communications 6 3 5 2 1 17
Consumer Discretionary 3 8 4 3 1 1 1 1 22
Consumer Staples 2 2 3 1 1 1 1 11
Energy 1 5 1 5 2 2 16
Financials 28 28 20 21 22 26 7 2 5 7 4 6 3 4 12 43 14 252
Health Care 1 1 4 3 2 3 2 1 3 1 3 2 26
Industrials 5 6 1 1 1 2 1 1 2 2 22
Materials 3 7 7 3 3 1 3 2 4 2 1 1 1 1 39
Technology 3 5 4 1 2 1 16
Grand Total 52 64 36 37 39 38 15 9 10 16 8 7 4 8 12 49 17 421
Number of Media Releases related 
to misconduct from 2001 to 2017 
by Sector
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Classifications
Event Study Enforcements 
(421)
Administrative Enforcement 
(76)
licensing and registration issues for 
companies, individuals and investment 
schemes
Civil Proceedings (94) commencement, developments and outcomes of matters of the civil courts
Consumer Protection (19)
cautionary or disciplinary actions regarding a 
company’s operations in relation to its 
customers.
Criminal Proceedings (107) commencement, developments and outcomes of matters of the criminal courts
Market Disclosure / 
Regulation (100)
continuous disclosure provisions, fundraising, 
mergers and acquisitions and other issues 
tied directly to the company’s duties as a 
listed company
Investigations (25)
specific issues which were under 
investigation by ASIC as part of a campaign 
or an ongoing investigation
9Prior Literature
Bird et. Al. (2003) Asic Enforcement Patterns 
1997 – 1999
Zubcic & Sims (2011) Examining the link between 
enforcement activity and corporate compliance by 
Australian companies and the implications for 
regulators
Bird et al (2005) Strategic Regulation and ASIC 
Enforcement Patterns 1 Study period 1997 to 
1999
Da Silva Rosa et al. (2008) ASIC Actions: canaries 
for poor corporate governance– matched sample 
approach focus on continuous disclosure regime 
and governance matters
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Prior Literature cont.
Chapple & Tan (2012) Corporate Fraud and Misconduct
Tan, Chapple & Walsh (2015) Corporate Fraud culture -
Sample period 2000-2007
Taing (2009) A report on Enforceable undertaking Accepted 
by ASIC 1998-2008
Desai and Ramsay (2008) The use of infringement Notices 
by ASIC for Alleged Continuous Disclosure Contraventions: 
Trends and Analysis
Nehme (2010)   Enforceable Undertakings: Are They 
Procedurally Fair?
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Natural Language Processing
 NLP
– Algorithms that allow computers to process and 
understand human languages
– Includes sentence understanding, syntactic parsing and 
tagging, and sentiment analysis
– Combines linguistic modelling, probabilistic machine 
learning, and deep learning algorithms
 Stanford NLP
– Implementation of NLP algorithms with APIs in R, 
Python & Java
– See http://nlp.stanford.edu/software/
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Extracting data from ASIC 
Media Releases
 Objectives: 
– Extract company name(s) from each Media Releases
– Determine misconduct committed from each Media Release
 Firstly, why NLP?
– Would otherwise need list of all private and listed companies in 
Australia
 Large list… and what about delisted companies, and foreign companies?
– When we look at the Media Releases, we see they appear to 
have been written by many different people
 Company naming is inconsistent
 Abbreviations are often used
 Variable length, newspaper style writing approach
– Time and cost: As there are almost 6000 Media Releases, its a 
lot of work for a human
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Example Media Release
ASIC today obtained orders in the Supreme Court of 
Queensland appointing provisional liquidators to three 
companies alleged to have been managed by bankrupt 
directors. The companies are Hollworth Retailing Pty Ltd, 
Hollworth International Trading Pty Ltd and KLH 
Investments Pty Ltd. They are known as the Hollworth
Group of Companies. The companies are alleged to have 
been involved in land development. The winding up 
proceedings follow an investigation by ASIC into the 
conduct of officers of the companies, including 
Kristopher Gregory Hollworth and Joanne Ivy McGuigan
(also known as Joanne Ivy Lee) who are undischarged 
bankrupts. Bruce Milner of Horwath (Brisbane) Pty Ltd was 
appointed as provisional liquidator to each company. The 
application for final orders for the winding up of the 
companies is to be heard on 24 January 2001.
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2001-releases/01001-provisional-liquidators-
appointed-to-companies-with-bankrupt-directors/
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Extracting data by hand
ASIC today obtained orders in the Supreme Court of Queensland appointing provisional liquidators to three 
companies alleged to have been managed by bankrupt 
directors. The companies are Hollworth Retailing Pty Ltd, Hollworth International Trading Pty Ltd and KLH Investments Pty Ltd. They are known as the HollworthGroup of Companies. The companies are alleged to have 
been involved in land development. The winding up 
proceedings follow an investigation by ASIC into the 
conduct of officers of the companies, including 
Kristopher Gregory Hollworth and Joanne Ivy McGuigan
(also known as Joanne Ivy Lee) who are undischarged 
bankrupts. Bruce Milner of Horwath (Brisbane) Pty Ltd was 
appointed as provisional liquidator to each company. The 
application for final orders for the winding up of the 
companies is to be heard on 24 January 2001.
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2001-releases/01001-provisional-liquidators-
appointed-to-companies-with-bankrupt-directors/
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Human Classification: “Action against Directors”
15
Data Extracted: Context NER algorithm
Classification: “Directors - action against”
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Limited and Private entities
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Conditioning Factors
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1. Announcement Type
2. Industry sector of the ultimate holding
company
3. the nature of the company involved
- whether the offence was committed by a
parent company or a wholly-owned
subsidiary, and if the latter, whether or not the
parent company was specifically named in the
announcement.
18
Statistics
 Adjusted Patell t-test (Kolari and Pynnönen 2010)
– Original Patell test corrected for cross sectional 
correlation (Type 1 error increase due to 
clustered events)
 Generalized Rank Test (Kolari and Pynnönen 2011) 
– robust to abnormal return serial correlation, 
event-induced volatility and cross-sectional 
correlation of abnormal returns due to event 
day clustering 
2018 AFFANZ Conference Auckland New Zealand July 2018
19
All Observations
ASX200 All Ordinaries
CAAR Adj. Patell Z Generalized Rank T CAAR Adj. Patell Z Generalized Rank T
(-3,3) 0.0013 -1.1922 -0.2855 0.0011 -1.2589 -0.2430
(-2,2) -0.0043 -2.9800** -0.9217 -0.0046 -3.0771** -0.9741
(-1,1) -0.0087 -3.7895** -1.6435 -0.0088 -3.8561** -1.7232
(0,1) -0.0101 -3.6350** -2.1820* -0.0102 -3.6736** -2.3655*
(0,2) -0.0072 -2.6872** -1.5844 -0.0073 -2.7674** -1.6728
(0,3) -0.0032 -1.3660 -1.0482 -0.0033 -1.4401 -1.0925
* denotes a 95% level of significance
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All Observations
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Conditioned by Sector (Part 1)
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Conditioned by Sector (Part 2)
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Conditioned by Sector
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Conditioned By Announcement 
Type
 Administrative Enforcement (76) Civil Proceedings (94) Consumer Protection (19) 
CAAR Adj. Patell GRT CAAR Adj. Patell GRT CAAR Adj. Patell GRT 
(-3,3) 0.0041 -0.0817 0.4805 0.0092 0.4052 0.1741 0.0044 -0.1865 -0.231 
(-2,2) 0.0008 -0.8617 -0.6779 0.0012 -0.8007 -0.4338 0.0005 -0.1705 0.0146 
(-1,1) 0.0017 -0.7787 -0.6166 -0.0076 -0.8473 -0.6974 -0.0023 -0.3238 -0.0701 
(0,1) 0.0008 -0.6157 -0.6974 -0.0135 -1.0352 -0.8382 -0.0025 -0.8679 -0.7683 
(0,2) 0.0012 -0.3589 -0.4129 -0.0101 -1.7267 -1.4338 -0.0025 -0.7437 -0.371 
(0,3) 0.0061 0.3465 0.5223 -0.0037 -0.6906 -0.8758 0.0004 -0.7065 -0.7887 
 Criminal Proceedings (107) Market Disclosure/Regulation (100) Investigations/Developments (25) 
CAAR Adj. Patell GRT CAAR Adj. Patell GRT CAAR Adj. Patell GRT 
(-3,3) -0.0019 -0.7376 -0.0754 0.0039 -0.7348 -0.5523 -0.0349 -2.9406** -1.0724 
(-2,2) -0.0041 -1.4533 -0.2951 -0.0056 -1.4349 -0.4262 -0.0405 -4.1885** -1.1521 
(-1,1) -0.0091 -1.5755 -0.9117 -0.0086 -2.5941** -1.4111 -0.048 -5.2607** -1.191 
(0,1) -0.01 -1.969* -0.9282 -0.0145 -2.7793** -1.9451 -0.0198 -2.7846** -1.1087 
(0,2) -0.0029 -1.1321 -0.512 -0.0144 -1.609 -0.875 -0.0153 -1.7133 -1.0263 
(0,3) -0.0026 -1.1287 -0.4711 -0.0094 -0.9676 -1.0329 -0.0098 -0.5081 -0.8298 
1 * denotes a 95% level of significance 
2 ** denotes a 99% level of significance 
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Conditioned by Announcement 
Type
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Conditioned by Company 
Structure
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Conditioned By Company 
Structure
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Conclusions
Is the ASIC “Name & Shame” policy 
effective?
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